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The Sir John Crosbie weathers a 
summer blizzard, August 29th, while 
unloading cargo in a record 2 days at 
Rea Point. 
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President’s Report 


CHARLES R. HETHERINGTON 


Panarctic opened the year 1971 with the 
successful killing of the wild gas 
discovery well on King Christian Island 
and it closed the year with a new 
discovery of natural gas at Kristoffer 
Bay on Ellef Ringnes Island. Between 
these events, Panarctic completed the 
drilling of five exploratory wells that it 
was obligated to drill. Nine other 
exploratory wells of which eight were 
Panarctic obligations were completed or 
were being drilled on Company lands by 
farmees. Panarctic also arranged for the 
financing of an additional $100 million 
to cover forthcoming exploration 
programs. Shortly after the close of the 
fiscal year the Company’s Romulus C-42 
well on Ellesmere Island drill stem 
tested crude oil. These occurrences are 
the principal highlights of this fourth 
annual report of the Company. 


The relief well which killed the King 
Christian wild gas well was deepened to 
evaluate the productive gas sand and 
was completed as a producing gas well. 
A two-mile stepout well was then drilled 
to satisfy the deeper exploratory drilling 
obligation and to provide a confirmation 
well. This well, Panarctic Tenneco et al 
King Christian N-06, completed in the 
King Christian sand, ranks as one of 
the largest gas producers in North 
America, actually flowing at rates up to 
188 million cubic feet per day. 


It is interesting to note that fuel for the 
drilling of this stepout well was supplied 
by natural gas piped two miles from the 
completed relief well, making this the 
most northerly practical use of natural 
gas in the world. The gas is of pipeline 
quality in its natural state so no 
processing was required. 


Panarctic now has almost fulfilled its 
obligations to drill specific wells. It still 
retains options to drill certain blocks to 
earn additional acreage. Accordingly, 
well locations can be made having 
regard to the most promising geological 
prospects and the need to evaluate 
Company land holdings prior to 
selecting leases. There are now nine 
drilling rigs in the Arctic Islands of 
which five are under contract to 
Panarctic and two are under contract to 
others drilling on Panarctic lands in 
pursuance of this program. 


Last year’s report stated that interest 
expressed by purchasers of natural gas 
both in Canada and the United States 
suggests that Arctic Islands gas may be 
marketable much sooner than had been 
generally expected. A big step in this 
direction was made when Panarctic 
entered into a Gas Development 
Arrangement with four United States 
gas companies, Tenneco Oil & Minerals, 
Ltd., Columbia Gas Development of 
Canada Ltd., Texas Eastern Canada Ltd. 
and Northern Natural Gas Company, 
under which $75 million will be made 
available for gas exploration on 
Panarctic lands over the next five years. 
When a market outlet is assured, 
additional funds will be provided as 
requested by Panarctic for the drilling of 
all development wells required to deliver 
gas in marketable quantities from 
Panarctic lands. The expanded 
exploration program will greatly enhance 
the prospects for discovering the 
threshold reserve of natural gas 
necessary to support an economic 
pipeline outlet to market. 


In consideration of monies expended, 
the gas companies will have the first 
right to negotiate the purchase of gas 
developed under this program and 
declared available for export by the 
National Energy Board and the 
Government of Canada. 


In the result Panarctic will be provided 
with large amounts of exploration 
capital without diluting its stock equity 
and without relinquishing Canadian 
ownership or control. In the process of 
drilling for gas, Panarctic’s 60 million 
acres will be more intensively explored 
than Panarctic could otherwise do with 
its present exploration budget, and in 
the process the chances of finding 
crude oil will be materially enhanced. 


In addition to the new financing under 
the arrangement just described, 
Panarctic shareholders subscribed pro 
rata to a $26 million expansion of the 
Company's capitalization which will 
carry Panarctic’s basic exploration 
program through the year 1972. 


Panarctic’s land holdings of more than 
60 million acres are distributed over a 
vast region extending for some 1,000 
miles from Banks Island in the 
southwest to Ellesmere Island in the 
northeast. To put this into perspective 
with exploration in other parts of 
Canada: Panarctic’s holdings are greater 
than all oil and gas lands issued in 
British Columbia or two-thirds of the 
total lands issued in Alberta where more 
than $3 billion have been expended by 
the oil and gas industry over the past 
25 years. Panarctic holds its acreage 
under Canada Oil and Gas Permits out 
of which Panarctic must select Canada 
leases as the Permits expire from time 
to time commencing in 1975. Since 
Panarctic’s large and widely distributed 
land spread is underlain by a great 
variety as well as a large number of 
geological prospects, Panarctic has been 
seeking means to increase the pace of 
its exploration over the next five years. 


Farmouts to other companies are a 
means of financing regularly employed 
in the oil and gas industry to obtain 
additional exploration work over and 
above that possible or even desirable 
out of a company’s own financial 
resources. In such farmouts, partial 
interests in selected land areas are 
traded for commitments to undertake 
additional exploration work. Panarctic 
has availed itself of this means of 
financing and has made farmout 
arrangements with six companies. These 
farmouts will produce a total of $50 
million to $75 million of additional 
work. The consideration for this work 
involves relinquishing less than 6% of 
Panarctic’s gross land holdings and 
Panarctic will still retain an average of 
52% of its original interest in the lands 
farmed out. In each instance Panarctic 


has evaluated its land holdings and has 
obtained dollar work commitments 
compatible with the indicated value of 
the land interests being relinquished. In 
addition to obtaining valuable geological 
information and land evaluations from 
farmout drilling, Panarctic hopes that 
the farmee will discover oil and gas 
since Panarctic will still have a 
substantial retained interest in any 
discoveries. 


In summary, with capital from the Gas 
Development Arrangement, from 
farmouts, and considering a 
continuation of Panarctic’s own 
exploration program, over $200 million 
is slated for exploration on Panarctic 
lands over the next five years. While this 
is a large expenditure it is still a 
relatively small number of dollars per 
acre when compared to exploration 
budgets spent in Western Canada over 
the past 25 years. However, in the 
Arctic Islands the geological features are 
much larger and the potential reservoirs 
are much thicker than in Western 
Canada. Further, because the land 
surface is largely free of vegetation and 
because rock formations outcrop at the 
surface, many of these structural 
features are evident during the two or 
three summer months when the land is 
bare of snow. These favourable factors 
distinguish the Arctic Islands from 
Western Canada and indicate that 
exploration in the Arctic Islands could 
be less costly per acre explored and 
hopefully more productive. 


Last summer field parties studied the 
geology of the central and eastern 
islands from Melville to Axel Heiberg. 
Geophysical crews shot almost 1,400 
miles of seismic line. Gravity data from 
over 10,000 stations were collected in 
selected areas. Additional geophysical 
data were obtained by trades with other 
companies. This work not only provided 
valuable regional information but 
developed specific drilling locations for 
wells now drilling and for a number of 
wells to be drilled next year. 


Last fall Panarctic conducted the largest 
and most successful sealift ever carried 
out in the High Arctic, employing three 
ships to deliver 15,000 tons of supplies 
including 3 million gallons of fuel to 
Ellesmere Island and Panarctic’s Rea 
Point base. It is appropriate to 
acknowledge the invaluable assistance 


of the Canadian Coast Guard icebreaker 
fleet in making such an operation 
possible. This year ice conditions were 
less severe than at any time in recent 
history. However, this will not always be 
so. More and larger capacity icebreaker 
support will be required as Arctic 
operations expand and as shipping 
requirements extend into the more 
icebound northwesterly islands. 


The Company-owned Electra and Twin 
Otter aircraft operated to near capacity 
servicing and resupplying the 
Company’s contract drilling rigs and 
geological and geophysical parties. In 
addition, contract aircraft were widely 
employed, principally in moving drilling 
rigs from one location to another and in 
keeping them furnished with supplies 
and fuel. Communication facilities were 
upgraded and expanded although the 
need for basic improvement still 
remains. 


More than ever during 1971, Panarctic’s 
operations have effectively reinforced 
the Canadian presence in the Arctic 
Archipelago. Perhaps even more 
importantly, Panarctic is helping to turn 
a remote and barren region into an 
important economic asset for Canada. 


The Company enlarged upon its 
program for the protection of the Arctic 
environment. A special task force 
including outside consultants was 
formed to check out, photograph and 
report on all locations where the 
Company has operated to date. Where 
required, cleanup operations were 
undertaken after which the task force 
repeated its inspection. By this 
procedure it is hoped to minimize 
ecological damage and to leave the 
areas of activity in substantially the 


same condition that existed prior to use. 


The Company’s program to employ 
Eskimos and other northerners 
underwent changes because of the 
transportation problems involved 
between Panarctic jobsites and the 
isolated settlements, all of which are 
quite far south of Panarctic’s area of 
operations. In order to make the system 
more workable and also to provide 
employment for more northern 
residents, Panarctic instituted special 
company aircraft flights to Pond Inlet 
and Arctic Bay. While only in its early 
stages, this undertaking appears to be 
working well and is providing 
meaningful employment. It is hoped 
that this effort will develop a pool of 
trained northern residents for the 
operation of field facilities when Arctic 
oil and gas go into production. 


This year’s Report includes a page of 
pictures of Company Directors, eleven of 
whom are original directors having 
served since formation of the Company 
as an operating entity in the fall of 
1967. Mr. H. M. Pickard, Executive 
Vice-President of Canadian Pacific 
Investments Limited, who also served as 
one of the early directors, has resigned 
and has been replaced by Mr. R. W. 
Campbell, Chairman of the Board of 
PanCanadian Petroleum Limited. Mr. 
Campbell brings with him a wealth of 
experience from a lifetime in the oil and 
gas industry in Western Canada. During 
the year the membership of the Board 
of Directors was expanded to eighteen 
with the appointment of Mr. H. Basil 
Robinson, Deputy Minister of Indian 
Affairs and Northern Development, Mr. 
J. Austin, Q.C., Deputy Minister of 
Energy, Mines and Resources, and 
Markoosie, a Northerner who is an 
experienced Arctic aircraft pilot. 


The year under review reflects an 
acceleration of Panarctic’s exploration 
activities in the Arctic Islands. This is 
directly attributable to increased 
finances and to an accumulation of 
experience, the development of 
expertise, and a familiarity with Arctic 
conditions which now make it possible 
to proceed with increasing efficiency. 


Activities and achievements in the year 
to come promise to be even more 
encouraging, and sincere thanks must 
be extended to all Panarctic personnel 
and the contracting companies who 
have made this a year of considerable 
achievement. 


Che Kh tetra 


Charles R. Hetherington 
President 


February 28, 1972 
Calgary, Alberta, Canada 
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G. P. CROMBIE 


Vice-President Exploration 


During 1971 Panarctic continued to add 
not only to its geological knowledge of 
the Arctic Islands, but also to its 
experience in using the latest and most 
advanced exploration tools to meet the 
conditions unique to the Arctic. In the 
process of the Company’s exploration 
staff and contracting firms have 
emphasized and enlarged upon certain 
new techniques and refinements in 
exploration methods. 


Seismic crews shot 1,379 miles of line 
on six islands navigating hundreds of 
miles over sea ice. 
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Essentially, exploration for oil and gas is 
a process of identifying targets. In the 
Arctic Islands Panarctic started with the 
body of knowledge assembled chiefly by 
the Geological Survey of Canada, other 
Government agencies, and J. C. Sproule 
and Associates. 


First to be studied was regional geology, 
which provided a classification of 
prospective areas. Surface geology 
revealed many large structures of types 
which elsewhere contain oil and gas. 
These are potential targets. Where 
sedimentary rocks are exposed, 
geologists can determine their nature, 
thickness and sequence. In the Arctic, 
however, surface geological work is far 
from complete and last year surveys 
were conducted on a number of islands. 
Since sedimentary rocks are exposed at 
the surface throughout large areas of 
the Arctic Islands, surface mapping by 
photogrammetry is most effective and is 
used extensively. Under the sea and 
where surface beds mask the 
configuration of deeper strata, 
geophysical tools must be used to 
determine whether there are structures 
which could be targets for the drill. Even 
where there is surface expression of a 
structure, this may be misleading as to 
the location of the subsurface structure 
itself and hence inadequate for 
purposes of selecting drilling locations. 


The most accurate tool for selecting 
drilling locations is the seismograph, but 
it is also the most expensive, and like 
everything else seismic work is even 
more expensive in the Arctic. Panarctic 
therefore uses gravity meter surveying 
more than is usual in other parts of 
Canada. During 1971, measurements 
were made at 10,292 gravity stations, 
located in areas throughout the Islands. 


Where gravity surveys give indications of 
structure which appear to be worth 
examining in a more precise way, the 
next step is seismic work. In addition to 
defining subsurface structures, 
seismograph work is helpful in 
predicting the depths at which various 
formations will be encountered. In 1971 
two seismic crews shot 1,379 miles of 
line on six islands. An additional 150 
miles of data were acquired last year by 
trade. 


Panarctic and its seismic contractors 
have had to experiment and adjust 
operating and interpretive techniques in 
order to make the most meaningful use 
of seismograph shooting. It has been 
necessary to learn how to apply proper 
allowances for the effect of varying 
depths of permafrost on seismograph 
readings. It has been necessary to 
develop similar expertise where seismic 
has extended from the land onto the 
sea ice which drastically complicates 
interpretation. In addition, the presence 
or absence of permafrost under the sea 
bed contributes distortions. 


Seismic crews have learned how to 
contend with Arctic conditions for long 
periods in total darkness as well as in 
daylight hours. This has made it 
possible to obtain more seismic 
information and to establish drilling 
locations at an increasing rate. 
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Fosheim Rig - Atop a 2,000-foot 
mountain one of the world's most 
northerly wildcats, Panarctic Fosheim 
N-27 on Ellesmere Island, reached a 
total depth of 14,022 feet to qualify as 
the deepest well yet drilled in the Arctic 
Islands. 


The seismic program conducted on 
Brock Island last April is an interesting 
case in point. In order to place seismic 
crews and equipment on Brock Island, 
advance equipment was flown into 
Mackenzie King Island in February and 
a 50-mile trek across sea ice was made 
to Brock Island, employing tracked 
vehicles to manoeuvre through difficult 
ice conditions. This advance party 
prepared a Hercules airstrip on 

Brock Island to receive the seismic 
party. 


Seismic shooting on Brock Island was 
completed in April, and the crew set off 
for its next assignment on Eglinton 
Island. This required a 200 mile journey, 
almost all over sea ice, touching land on 
Prince Patrick Island in order to pick up 
fuel. 


The seismic crew moving largely out of 
sight of land used celestial navigation to 
locate positions. The move began on 
April 20 and the Eglinton Island 
destination was reached on May 1. This 
is by far the longest seismic crew move 
over ice to date, and it proved 
conclusively that this kind of operation 
can be conducted without serious 
difficulty. 


Panarctic Tenneco et al Kristoffer Bay 
G-06 is the Company's third major gas 
discovery. Located 50 miles north of 
King Christian Island it has a 
substantial thickness of gas sand at 
the 5,300-foot level 


1968 1969 1970 1971 1969 1970 1971 
MILES OF SEISMIC (PANARCTIC) GRAVITY STATIONS (PANARCTIC) 


Muskox (Ovibos moschatus ) generally measuring 59 inches at the shoulder, 
96 inches in length and weighing up to 600 Ibs., the wild ox of the Arctic plain 
survives on low vegetation, lichens and moss 


In 1971 six wells were completed by 
Panarctic and at year end two wells 
were drilling. Shortly after year end 
Panarctic spudded two more wells. 
Seven other wells were completed and 
at year end two wells were being drilled 
by Farmees on Panarctic lands. Two 
other wells were drilled in the Arctic 
Islands by others off Panarctic lands. 
These wells are: 


1971 Arctic Islands Drilling 


WELL NAME 


Drilled by Panarctic 

Panarctic Amund Central Dome H-40 
Panarctic Fosheim N-27 

Panarctic Deminex Garnier 0-21 

Panarctic Tenneco et al King Christian N-06 
Panarctic BP Skelly Tenneco et al Brock C-50 
Panarctic Deminex Cornwallis Central Dome K-40 
Panarctic Gulf Dumbbells E-49 

Panarctic King Christian D-18A 

Panarctic Romulus C-42 

Panarctic Tenneco et al Kristoffer Bay G-06 


Drilled by farmees on Panarctic lands 
Sun KR Panarctic Kitson R. C-71 
Sun KR Panarctic Allison R. N-12 

BP et al Panarctic Hotspur J-20 

BP et al Panarctic Satellite F-68 

Sun KR Panarctic Skybattle Bay C-15 
Sun KR Panarctic Young Inlet D-21 
Elf et al Storkerson Bay P-14 

Sun Panarctic Russell H-92 

Imperial Panarctic et al Devon E-45 


Other wells drilled in the Arctic Islands 
Elf Wilkins E-60 
Elf Jameson Bay F-31 


There are now five drilling rigs under 
contract to Panarctic. At year end, one 
was drilling ahead at the discovery well 
at Kristoffer Bay on Ellef Ringnes 
Island, one was drilling the first of two 
wildcats scheduled for Brock Island, one 
was rigging down on the Fosheim 
abandonment on Ellesmere Island and 
had just started a 40 mile overland 
move to the Romulus location, and one 
was rigging up on the Panarctic Gulf 
Dumbbells location on Ellef Ringnes 
Island. The fifth rig was subcontracted 
out for the drilling of the Imperial 
Panarctic wildcat on Devon Island, but 
has now been returned to Panarctic for 
the drilling of a well on the western 
shore of Amund Ringnes Island on 
lands farmed out to Gulf Oil Canada. 


Island T.D. Status 
Amund Ringnes 11,030 D&A 
Ellesmere 14,022 D&A 
Somerset Gro) D&A 
King Christian 11,020 gaswell 
Brock drilling 
Cornwallis 10,052 D&A 
Ellef Ringnes rigging up 
King Christian BUYS) gaswell 
Ellesmere moving in 
Ellef Ringnes gaswell 

drilling 
Melville 9,075 D&A 
Bathurst il 7ASil D&A 
Vanier 12,584 D&A 
Prince Patrick drilling 
Lougheed 12,000 D&A 
Bathurst 6,058 D&A 
Banks 6,719 D&A 
Prince of Wales 6,020 D&A 
Devon drilling 
Mackenzie King 11,140 D&A 
Prince Patrick 8,327 D&A 


Discoveries The King Christian D-18A 
relief well was deepened to evaluate the 
gas sand from which the original 

King Christian well blew out. Nearly 500 
feet of high-quality sand reservoir above 
the gas-water contact was confirmed. 
The gas is of pipeline quality containing 
96% methane. 


During the summer a stepout well, King 
Christian N-06, was drilled about two 
miles southeast of the discovery, and 
gas was encountered in the same 
horizon as in the discovery well. The 
stepout was then deepened to 11,020 


Panarctic Romulus C-42 on Ellesmere 
Island ts the first oi! discovery in the 
Arctic Islands 


feet to evaluate deeper horizons, and in 
September it was plugged back and 
completed with large-diameter casing for 
better evaluation of the King Christian 
gas reservoir. Absolute open flow 
potential is calculated at 410 million 
cubic feet per day, on the basis of 
actual production rates measured at up 
to 188 million cubic feet per day. This 
qualifies King Christian N-0O6 as one of 
the most productive gas wells in North 
America. 


In the Kristoffer Bay discovery, a 
substantial thickness of gas sand was 
cemented behind 5,300 feet of 9% inch 
intermediate casing. Production testing, 
however, has been deferred until after 
drilling to total depth of 12,500 feet for 
evaluation of deeper horizons. 


On February 24, 1972 the well Panarctic 
Romulus C-42, which had been drilled to 
a depth of 3,425 feet, drill stem tested 
clean crude oil of 28.6° API gravity and 
0.07% sulphur. This discovery is most 
significant as it is the first recovery of 
oil in the High Arctic where previously, 
except for minor oil shows, only gas had 
been encountered. The well is drilling 
ahead to test deeper prospective 
horizons. 


DRILLING 


Blowout Prevention and Control. Safe 
drilling operations in the Arctic Islands 
require not only better equipment but 
better trained and better alerted drilling 
personnel than are required in less 
difficult exploration areas such as 
Western Canada. The sedimentary 
sections in many structures in the Arctic 
are thick, reservoir rocks are often 
highly permeable and prolific. Reservoir 
pressures tend to be somewhat higher 
than the norm for Canada, and 
hydrocarbons can be encountered at 
relatively shallow depths. Drilling crews 
must therefore be prepared for 
occurrences outside the pattern of their 
previous experience, and they must be 
alert and trained to deal with them at 
any moment from the time a well is 
spudded. 


Operations 


H. J. STRAIN 


Vice-President Operations 


The Panarctic Operations Department is 
responsible for carrying out the 
Company’s drilling program and 
providing supply, transportation and 
support for all of the Company’s Arctic 
activities. The year 1971 was this 
Department’s most active in all 

phases of its responsibility. 


Four drilling rigs were under contract 
for most of 1971, compared with three 
rigs in 1970. The Company now has five 
rigs under contract. Approximately 
63,000 feet of hole were drilled during 
1971, compared with 40,000 feet in 
1970 and 29,000 feet in 1969. 
Transportation and supply functions of 
the department were expanded to meet 
the requirements of this enlarged 
drilling program. 


During 1971 it became increasingly 
apparent that the Company is making a 
major contribution to the rapid 
development of technology and general 
know-how required for efficient 
petroleum exploration in the High Arctic. 
This is demonstrated in particular by 
developments in drilling techniques. 


Panarctic has developed a threefold 
program to cope with inherently difficult 
or dangerous drilling conditions. This 
involves the upgrading of blowout 
prevention equipment, the use of 
sophisticated early-detection 
instrumentation and devices, and the 
continued training of crews and 
Supervisory personnel. 


Extra blowout prevention equipment has 
been added to each Panarctic rig, along 
with improved actuating devices, and 
automatic over-pressure control valves. 
Each rig is also equipped with recorders, 
detection devices and alarms designed 
to give early indication of possible 
problems. 


To ensure that crews and all other 
personnel make full and proper use of 
these systems and equipment, Panarctic 
in company with the drilling contractors 
puts all drilling crews and supervisory 
personnel through intensive blowout 
prevention courses. Further instruction 
is then continued at the rig sites. 


The gas flare from Panarctic Tenneco et 
al King Christian N-06, marks the 
completion of one of the largest gas 
producers in North America. This well 
actually flowed at rates up to 188 
million cubic feet per day. 


Additionally a policy manual covering all 
phases of drilling procedures has been 
prepared by Panarctic prescribing 
standards of drilling practice. Under this 
policy, among other requirements, a 
blowout drill is conducted each time a 
crew returns for a tour of duty. 


Air Drilling. Virtually every aspect of 
exploration drilling has been subjected 
to scrutiny, modification or 
improvement during Panarctic’s time in 
the Arctic Islands. For instance, 
air-drilling methods have been adapted 
to Arctic conditions with encouraging 
SUCCESS. 


The use of air rather than mud as a 
drilling medium, allows penetration at 
rates two to three times faster. This 
procedure has been well proven 
elsewhere and had initially been 
evaluated by Panarctic at its Towson 
Point well in 1970. This test was 
successful, and air drilling proved its 
value again twice during 1971. 


One-third of the 6,000-foot Garnier well 
on Somerset Island was drilled by air, 
and 6,200 feet of Cornwallis Island K-40 


Deepest Wildcat. Each exploratory well 
Panarctic has drilled has contributed 
new knowledge and expertise. The 
Panarctic Fosheim N-27 gave valuable 
insight into the drilling of deep wells in 
extremely hard formations. 


This well, at a north latitude of almost 
80 degrees was until recently the most 
northerly wildcat in the world. (It has 
since been displaced by the Romulus 
well.) At a total depth of 14,022 feet 
when abandoned in December, it was 
also the deepest well yet drilled in the 
Islands. In the opinion of drillers and bit 
manufacturers, the well encountered 
some of the hardest materials ever 
drilled in Canada. 


A total of 136 bits were used, including 
23 diamond bits. The balance were the 
hardest available types of 
tungsten-carbide bits. Cumulative time 
on bottom, rotating, was 3,525 hours. 
Elapsed time from spud date to rig 
release was 267 days, 47 days over the 
original estimate. 


Rig Versatility. The special difficulties 
imposed by Arctic Island drilling 
operations have resulted in the 
development of special rigs. 


Commonwealth Hi Tower Rig No. 2 
drilled the relief well for Drake and King 
Christian. Lightweight and versatile, it 
can be moved by helicopter. 


In August some 4500 tons of supplies and a two million gallon fuel storage facility 
were located at Rea Point, headquarters for Panarctic's Arctic operations. 


well was drilled in the same manner, 
making it possible to establish an Arctic 
Islands speed record for drilling to 
10,000 feet. 


While air-drilling methods cannot be 
employed when water-bearing zones are 
encountered, they are expected to prove 
extremely effective in drilling the harder 
water-free formations outside the 
Sverdrup Basin. 


Commonwealth Hi-Tower Rig No. 2, for 
instance, has demonstrated its 
versatility on a number of occasions. 
Its advantage lies in its light weight and 
ease of transport. It can be moved by 
helicopter even when the ground is 
thawed. A slim-hole rig capable of being 
broken into sections, it proved its 
effectiveness in 1970 when it was 
moved by helicopter to kill the Drake 
Point wild well. In the same year it was 
moved quickly by Hercules to drill the 
King Christian relief well. 


Weather information from all 
Panarctic bases helps Government 
weather stations develop accurate 
forecasts, vital to Panarctic's 
flight operations. 


In 1971 it proved its worth again when 
no site for a Hercules airstrip could be 
located near the proposed Garnier 
wildcat on Somerset Island. A strip was 
improvised by clearing the ice on a 
small lake. The rig was then moved in 
from Resolute Bay by two Bristol 
aircraft and a helicopter. 


Safe drilling operations in the Arctic 
require not only better equipment but 
better trained and alerted personnel 


In contrast, but still demonstrating 
versatility, is Adeco rig No. 4 which is a 
large-capacity rig, transportable by 
helicopter, and designed in particular to 
drill deep wells in mountainous or 
otherwise inaccessible locations. The 
most highly designed, heavy-capacity rig 
in the Arctic Islands at present is 
Commonwealth Hi-Tower Rig No. 3 
which owes its effectiveness to 
experimentation and the accumulation 
of experience in the Arctic Islands. 


Rig Moves. While the versatility of 
drilling rigs has contributed 
substantially to Panarctic’s best 
exploratory drilling year yet, the 
methods developed to move rigs have 
made an equally useful contribution. 
The key to the swift establishment of a 
new drilling operation lies in careful 
preplanning well in advance of the 
move, the efficient establishment of an 
advance camp and the careful 
preparation of the drill site prior to the 
delivery of the rig. 


Two new rigs were moved in by 
Hercules aircraft from Yellowknife, one 
to King Christian and the other to 
Ellesmere Island. Hercules were also 
used for five other inter-island rig 
moves. 

The move from Lougheed Island to the 
Dumbbells location on Ellef Ringnes 
Island, involving 76 trips by Hercules, 
was completed in 11 days — a record 
for moving a rig of this size. It is 
Panarctic’s fastest and most efficient 
move to date, and it was achieved in 
total Arctic darkness. 


Unfortunately, difficulties posed by poor 
flying weather in the early fall of 1971 
caused the move from Cornwallis Island 
to Kristoffer Bay and the move from 
King Christian to Brock Island to take 
approximately five weeks each. First 
there was an enforced wait until 
airstrips were frozen hard enough to 
take heavy aircraft. Then there was a 
period of fast-dropping temperatures 
and large areas of open water offshore, 
which produced dense fog lasting well 
into winter. 


At the end of 1971 Panarctic made an 
overland rig move between drilling 
locations, and it was an extremely 
successful application of the lessons in 
planning which the Company had 
learned in earlier moves. This was the 
40-mile move from Fosheim to Romulus, 
made by trucks in the total darkness of 
Arctic winter. An advance camp had 
been set up at the new location and 
drilling supplies and fuel stockpiled 
during the summer sealift to Ellesmere 
Island. The route was well marked, and 
the operation was co-ordinated by radio, 
so that assistance could be sent 
immediately to any vehicle in difficulty. 
It will be possible to use the know-how 
perfected by this success in planning 
and executing several rig moves 
scheduled for 1972. Thanks to the 
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proximity of proposed locations to 
wildcats currently being drilled, moves 
following the Fosheim-Romulus pattern 
are expected to effect considerable 
savings in time and money. 


SUPPLY AND 
TRANSPORTATION 


Arctic Base Camp. Panarctic’s base 
camp at Rea Point was more than ever 
the focus of supply and support for field 
operations during 1971. In addition to 
serving drilling sites, Rea Point served 
as a base for seismic and field geology 
operations for much of the year. The 
camp was fully utilized, and 
improvements were made which will 
further increase its usefulness. 


Apart from general improvements to the 
camp as a whole and to the vehicle 
repair shop in particular, storage tents 
were used for the first time to protect 
drilling expendables brought in during 
the sealift. A ‘‘bladder farm" was 
installed on the beach for the fuel 
brought in by tanker. With a capacity of 
almost two million gallons this is the 
largest assemblage of nylon reinforced 
synthetic rubber pillow tanks, or 
bladders, anywhere in the Arctic Islands. 


Panarctic owns and operates a four-engine freight configuration Lockheed 
Electra used for north-south support, and two twin-engine De Havilland 


Otters which support inter-island operations. 


The two most significant aspects of Rea 
Point's place in the scheme of 
operations have to do with radio 
communication and flying. In both 
areas Rea Point proved itself again last 
year. 


The base has developed rapidly as a 
communications centre. Weather reports 
are received from all rigs 12 times every 
day. This information, combined with 
reports from other points, helps 
government weather stations develop 
accurate forecasts of Arctic Islands 
weather, which in turn aid materially in 
scheduling inter-island flights (most of 
which are made by small aircraft). 
Accurate weather information and 
forecasts are equally vital to the 
operation of the Company's Electra, 
which makes a return flight out of 
Edmonton every second day with crew 
changes and freight. 


Other electronic facilities, including 
non-directional beacon, V.O.R., 
continuous H.F. and V.H.F. radio 
service, make Rea Point the 
best-equipped airstrip in the Arctic 
Islands. These aids are made even more 
effective by the obstacle-free runway 
approaches, one of the reasons for 
which this site was selected. 


The 5,000-foot sand runway stood up to 
Electra and Hercules traffic all summer, 
thus eliminating the need, experienced 
in 1969 and 1970, to open nearby 
Sherard Bay as an alternate summer 
airstrip. 


Sealift. Panarctic’s largest and most 
successful sealift was completed in 
September. Ice conditions were the best 
in many years, and there were large 
areas of open water. Two ships, Sir 
John Crosbie and Percy M. Crosbie, 
delivered 4,500 tons of drilling supplies 
to Rea Point. The tanker Edouard 
Simard discharged one million gallons 
of fuel at the Slidre Fiord bladder farm 
near Eureka, then carried on to Rea 
Point and delivered 1.8 million gallons 
of turbo and diesel fuel into storage 
facilities there. 


All ships were unloaded in record time, 
Percy M. Crosbie in four days and Sir 
John Crosbie in two. Simard discharged 
one million gallons at Slidre in 13 hours 
and 1.8 million gallons at Rea in just 21 
hours. In addition, some 350 tons of 
dry cargo were taken to Eureka on a 
ship chartered by the Ministry of 
Transport, and another 400 tons 
(mainly casing, cement and mud 
materials) were taken to Resolute in a 
vessel chartered by Cardwell Supply. 


All ships used in the 1971 sealift were 
of Canadian registry, and virtually all 
the supplies were purchased in Canada 
— a substantial portion of them in 
Eastern Canada. 


Company Aircraft. The company owns 
two De Havilland Twin Otters, which 
flew a total of 3050 hours in support of 
drilling and seismic operations during 
1971, compared with 2477 hours during 
1970. As all wellsite airstrips remained 
sufficiently firm for use by Twin Otters 
throughout the summer of 1971, the 
use of helicopters was virtually 
eliminated. 


The Otters were flown by company 
pilots for the entire year. Staff operation 
has resulted not only in high utilization 
of the aircraft but also in substantial 
Savings compared with former contract 
operation. 


The Panarctic Lockheed Electra 
completed its second successful year of 
operations, and in December the 
Company exercised its option to 
purchase this aircraft. Flight crews have 
been hired to replace those who 
formerly operated the aircraft under 
contract. The main use of this aircraft 
during 1971 was to haul passengers 
and freight between Edmonton and the 
various drilling sites. Freight and fuel 
movements from the Rea Point base 
camp to the drilling rigs were also 
undertaken. A total of 7350 passengers 
and 2100 tons of freight was carried 
during 1971, compared with 5803 
passengers and 2900 tons of freight in 
1970. 


Contract Aircraft. Various aircraft are 
chartered for personnel and freight 
movements which cannot be handled by 
Company aircraft. The Lockheed 
Hercules is the type most frequently 
employed in this way, and is used to 


In the summer of 1971 three ships 
delivered fuel and drilling supplies to 
two Arctic locations. Ice conditions for 
this year's sealift were the best to date 


move heavy freight and bulk fuel from 
Rea Point and Resolute to the drilling 
sites. In addition, most major rig 
components are either too heavy or too 
bulky to be carried by any other aircraft 
available. Hercules hours flown for 
Panarctic in 1971 totalled 2100, 
compared with 1900 in 1970. 

Large amounts of Bristol and DC-3 time 
were also chartered, mainly in support 
of drilling operations on King Christian 
Island during the summer and of 
seismic operations during the spring 
and fall. Approximately 770 Bristol 
hours and 1200 DC-3 hours were flown 
during the year. 


Casual charter of Twin Otters, 
single-engine Otters and other small 
aircraft was required intermittently. Two 
small helicopters were used for short 
periods in support of seismic and 
surface geological parties. 
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Land and Administration 


R. G. S. CURRIE 


Vice-President 
Land & Administration 


LAND HOLDINGS 


he Company’s land holdings, 
aggregating over 60 million gross Permit 
acres, are all located in the Canadian 
Arctic Islands. 


Original farmin agreements from a large 
number of companies provided 
Panarctic with the opportunity to earn 
varying interests in 45.1 million gross 


Permit acres subject to certain specific 
obligations and options. By the end of 
1967 the Company had, by direct 
acquisition, added 2.5 million gross 
acres, so that with the commencement 
of field operations early in 1968 acreage 
holdings amounted to 47.6 million. 
From that time to the present, further 
acquisitions both direct and by farmin, 
and for different interests, amounted to 
12.8 million gross acres, bringing total 
current holdings to 60.4 million gross 
Permit acres. 


Panarctic’s rights to earn under its 
original farmins were based on 
undertakings to expend specified 
amounts of money, undertakings to drill 
certain obligatory wells and options to 
drill several earning wells. The 
undertakings to expend monies have 
been fulfilled and all the obligatory wells 
are now being satisfied. Acreage being 
earned aggregates 42.3 million net 
Permit acres. 


The Company can earn an additional 
3.6 million net Permit acres by drilling 
seven more wells. Two of these wells are 
scheduled to be drilled under farmouts 
to other companies and three others are 
in the advanced planning stage. 


PERMIT CONVERSION DATES 


Gross Permit 


YEAR 
1975 | 
1976 


1977 


1978 


1979 


Acres toLease 
20,910,926 
1,148,833 
2,407,966 
8,440,052 
204,272 


1980 
1981 


11,995,179 
15,332,188 


MILLIONS OF ACRES 


20 25 60,439,416 
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Initially the Company’s exploration 
program focused attention on meeting 
contractual farmin obligations. However, 
land management requirements are of 
equal importance and are now 
assuming the focus of attention. Many 
of the Company's Permits will be 
entering their final year in 1974 and 
prior to the expiry dates in 1975, leases 
will have to be selected out of these 
Permits. In order to make the most 
intelligent selection of leases, maximum 
geological and other exploration 
information must be available. The 
Company's exploration program has 
therefore been designed not only to 
meet contractual commitments but also 
to obtain maximum information 
essential for lease selection. In some 
respects, the meeting of this latter 
objective has had to be hurried 

because seven years had elapsed in the 
life of some of these Permits before 
Panarctic commenced exploration. 


In designing its exploration program 
Panarctic is availing itself of three 
principal sources of exploration 
expenditures; its own internally 
budgeted drilling program, the drilling 
program under the Gas Development 
Arrangement with the four U.S. gas 
companies, and farmouts to other 
companies. In total, the Company has 
negotiated six farmout agreements 
providing for 1,300 miles of 
seismograph survey and the drilling of 
21 exploratory wells. Farmees hold 
options to drill an additional eight 
exploratory wells. Depending upon the 
number of wells drilled, it is estimated 
that $50 to $75 million of exploratory 
work will be done on Company lands 
under these farmouts over the next five 
years. 


If all wells are drilled and all farmout 
obligations fulfilled, the farmees will 
earn a total of 3.6 million net Permit 
acres. During the period that the 
Company has been arranging farmouts, 
land acquisitions exceed land which may 
be relinquished under farmouts, by 8.7 
million net Permit acres, thus 
maintaining Panarctic as the leading 
landholder in Canada's Arctic Islands. 


ACREAGE COMMITTED TO PANARCTIC 


ORIGINAL AGREEMENTS 


Acroll Oil & Gas Ltd. (3 agreements) .................. 
Almimexalitmit editemrreretita ses ccusease acacia srechcun: 


Bankeno Mines Limited & Cominco Ltd. ........... 
Bankeno Mines Limited & Cominco Ltd. et al .... 
BP Exploration Canada Limited 0.000000. 
Canada Southern Petroleum Ltd. ...........00000000..... 
Canada Southern Petroleum Ltd. & BP 

Exploration Canada Limited .......0..00000.. 
Canada Southern Petroleum Ltd., Canadian 

Clark Oil Ltd. & Skelly Oil Canada Ltd............. 
Canadian Homestead Oils Limited .........0.......... 
Canadian Industrial Gas & Oil Ltd... 
Canadian-Montana Gas Company Limited 
Consumers’ Co-operative Refineries 

UIT ppmmmee nme tee ce oo oa day Sae esis saknalachss 
Dome Petroleum Limited.................c000ccc0c00cce00eees 
DOnexsGioU pamernneun tr. eet ereeasece asso ipsscashrohoest : 
Elf Exploration and Production 

Gaia CaBletGh mememecntercte fer atari anemcessrrtd ates 
rancanag@ linea GaSe let weernatnrer meer eee an 
Great Plains Oil & Gas Ltd. et al on... 
Lassiter Kuma Oils Ltd......... obese RPA orem ee 
Nieraret Gn: GMS TG), «-csccconsbosscossabaoenetcnenneces 
Northwest Gas & Oil Exploration Co. ............. ’ 
PCinnlonine). (Payers) Liver (We. scooaoonoconssobenieenonneerteaeereer 
Plains Petroleums Limited et al 0.000. 
Prairie Oil Royalties Company Ltd.....00...0.00........ 
Standard Oil Company of British 

Columbia Limited................ ee Ts 
VI@RIVEITEIKS IEE... ntacoonasbeonatehengadcnneeenee mee aoepeaee 
NNiRICCELECERGLOU Diemmeer treet nn eactorean tet. cooky 
OinitedsCanson@ilnGuGas letdim sgn rare 
Western Minerals Ltd. ................... Roe ey, 


SU BSLOWAVERee ete tener 


SUBSEQUENT ACQUISITIONS 


Acroll Oil & Gas Ltd. et al 

Axel Heiberg Oil Company et al 

Canada Southern Petroleum Ltd. 
Canadian Homestead Oils Limited et al.... 
Magnorth Petroleum Ltd. 

Pan Ocean (Canada) Ltd. et al 

Sunoco E & P Limited et al 

Thouvenelle B.E. 

Zorayda Oil Co. Ltd. et al 

Panarctic Oils Ltd. wholly owned lands ..... 


SUB TOTAL 
GRAND TOTAL 


F SUBJECT TO 10% NET PROFITS AGREEMENTS 


Gross Maximum Net Acreage 
Acreage Net Acreage Earned 
Committed Earnable To Date 
352,569 352,569 352,569 
1,986,823 1,688,799 1,688,799 
1,316,547 1,053,238 1,053,238 
3,637,783 2,910,227 2, 91O%227, 
1,920,934 1,536,747 1,536,747 
S297 S62 2,637,890 2,637,890 
POD NSS 567,308 567 ,308 
62,650 50,120 50,120 
57,210 45,768 45,768 
1225-652 1,041,805 1,041,805 
822,704 699,299 699,299 
495,398 396,318 396,318 
1,482,544 1,260,162 1,260,162 
2,616,732 1,216,020 510,937 
4,030,395 3,022,796 3,022,796 
Z SCI Si, 1,861,750 
1,779,247 1,512,360 1,512,360 
3,863,359 2297530 1,262,298 
722,637 650,373 650,373 
449,365 381,961 381,961 
85,490 68,392 6e7592 
660,983 528,786 528,786 
1,303,878 873,598 873,598 
1,526,214 1,182,816 1,182,816 
960,086 160,018 160,018 
162,663 138,264 138,264 
3,687,097 2,949,678 2,949,678 
ZS /( I i Sey eyes ESOT E553 
792,620 HAMS Shaye} UNS Sets} 
45,118,995 3336277503 30,193,438 
60,749 30,374 
50,831 12,708 12,708 
3,650,607 1,825,303 1FS255305) 
30,420 NG) 220) 15,210 
405,707 108,799 
1,294,139 657,149 657,149 
143,369 17,204 
100,466 85,397 85,397 
40,529 10,132 ORS2 
9,543,604 9,543,604 9,543,604 
15,320,421 12,305,880 12,149,503 
45,933,383 


60,439,416 


42,342,941 


Panarctic has made farmout 
arrangements with Sunoco E & P 
Limited, BP Oil & Gas Ltd., Deminex 
(Canada) Ltd., Gulf Oil Canada Limited, 
Imperial Oil Limited and Total Petroleum 
(North America) Ltd. 


Panarctic land holdings cover a vast 
area all located north of the 71st 
parallel. Panarctic’s most southerly 
Permit on Banks Island is 1,328 miles 
north of Calgary, while the most 
northerly Permit located on Ellesmere 
Island at about 80° north latitude is 
only 600 miles from the North Pole. In 
total, Panarctic holds interest ranging 
from 16% to 100% in 1,362 Permits 
varying in size from 82,470 acres to 
20,735 acres. Petroleum land 
management can be complex and 
costly. The Permits in the portfolio have 
different combinations of interests, 
different anniversary dates, different 
work requirements and work credit 
provisions. And there are frequent 
changes. To keep track of all this, to 
ensure that credits are applied, to 
arrange for Permit renewals and to 
claim earned interests by conventional 
clerical methods would be most difficult. 


Panarctic has, therefore, developed a 
land management computer program. 
This pioneering venture has already 
proved its worth, and maximum benefit 
is still to come. Once all earning 
requirements have been met, Panarctic 
will be involved in joint operations with 
68 other companies, and will be 
required to do the land bookkeeping for 
all. Without the computer program this 
task would burden the Company with a 
massive, costly and wasteful use of 
manpower. 


Panarctic has the responsibility of 
exploring and protecting some 60 
million acres in the Arctic Islands. 
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INDUSTRY DRILLING IN THE ARCTIC ISLANDS 
116° 


800 1120 


Well Name Depth Status R.R. Date 
1 Dome et al Winter Harbour #1 12,541 Abandoned April 1962 
2 Lobitos et al Cornwallis Resolute B. L-41 4,841° Abandoned Dec 1963 
3 Dominion Explorers Canso et al Bathurst 
Cale. J-34 10,000’ Abandoned Feb, 1964 
4 Panarctic y Point L-4€ 6,895' Abandoned July 1969 
5 Panarct 4) Abandoned Sept 1969 
6 F Drake Point N-67 8.454 Gas D ery July 1969 
Blew Wild Killed by K-67 Sept. 1970 
7 Point L 
10,671" Ga: very Nov 1969 
8 Panarctic Drake Point L-67A Plugged 
back directional relief well 3,966° Relief hole unsuccessful May 1970 
Formerly K-67A directional) now Capped Gas Well 
9 Panarctic Drake Point K-67 3,198° Relief hole Killed 
Abandoned Nov. 1970 
10 Panarctic T n Point F-€ 
F 3° Abandoned June 1970 
1 8 14 Aug 197( 
12 F Hoodoo Dome H-37 
y F-27 11 Abandon 1970 
13 Panarctic Homestead Hecla J-6 11,864" Abandoned ef 1970 
14 Panarctic King Christian D-18 ?,010° GasD very Killed Oct 1970 
by D-18A &Abandoned Jan. 1971 
15 Panarctic King Christian D-18A 779’ Cor fa March 1971 
directional relief and evaluation well Capped Gas Well 
1971 
Kitson R. C-71 1971 
entral Dome H-40 11,030° Abandoned 1971 
VRN-I 11,761’ Abandoned 1971 
1 1 Au 1971 
x Garnier 0-21 é ned July 1971 
dung Inlet D-21 ned July 1971 
hristian N-O6 11,020° Gas Well Sept. 1971 
kybattle Bay C-15 12,000" Abandoned Nov. 1971 
m N-27 14 D 1971 
H 1971 
\ 1972 
19 
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Panarctic's environmental task force 
inspects company operations to guard 
against both physical and aesthetic 
damage to the ecology 


ENVIRONMENTAL 
PROTECTION 


Panarctic is dedicated to carrying out its 
operations in the Arctic Islands in a 
manner designed to guard against both 
physical and aesthetic damage to the 
ecology. This is recognized as a 
corporate responsibility, which Panarctic 
Oils Ltd. readily accepts. 


In 1971 Panarctic set up an 
environmental task force to inspect the 
Company's operations. The force is 
headed by an experienced biologist and 
an Arctic expert recruited from the staff 
of an Alberta University. Also included 
are an industrial photographer, and a 
senior Panarctic representative. The 
objectives are to determine possible 
ecological upsets, aesthetic 
disturbances, and physical damage 
caused by Company operations, to 
make recommendations for repair and 
restoration wherever required, and to 
make changes in operating practices 
wherever ecological safeguards are 
indicated. 


The task force made two inspections 
during the year, covering all of the 
Company's past operations, as well as 
its current activities and areas in which 
work Is planned. Following the first trip 
the task force recommended cleanup 
work where necessary, which work was 
undertaken by the Company's 


Arctic Hare (Lepus arcticus) noted for long, hairy ears. Among the largest 
of the tundra hares, an average male may weigh up to 11 Ibs. 


Operations Department. A second 
inspection was then made to assure 
that the Company had left the sites that 
it occupied in essentially the same 
condition in which it found them. A 
complete documentation of the 
investigations, both in written and 
photographic form was made and a list 
of specific and generalized 
recommendations was drawn up. Copies 
of these reports have been supplied to 
the Department of Indian Affairs and 
Northern Development and to the Arctic 
Petroleum Operators Association. 


The task force concluded that certain 
cleanup work was still desirable. After 
further cleanup work, it reported that all 
of the sites previously occupied by 
Panarctic had been suitably restored 
except for a few areas which still served 


as storage points and the drilling 
locations at Drake Point and King 
Christian where it had not been possible 
to effect complete cleanup prior to 
freeze-up last fall. This work will be 
completed during the forthcoming year. 


Elsewhere terrain damage has been 
minimal, and Company operations are 
currently being carried out in an 
efficient manner designed to prevent 
ecological damage and to restore the 
terrain where disturbed. 


Panarctic is satisfied with the manner in 
which its Arctic operations are being 
conducted. It is the intention of the 
Company to continue with this policy of 
environmental protection and cleanup, 
improving the procedures wherever 
indicated. 


PERSONNEL 


On January 1, 1971 Panarctic took over 
complete responsibility for its own 
administration and operation from the 
previous contract operator. During the 
year the Company completed the task of 
recruiting and organizing the 
experienced personnel necessary to the 
execution of its planned programs. The 
process of integration and adjustment 
can now be considered virtually 
complete. 


In addition to management and 
technical staff based in Calgary, 
Panarctic has drilling supervisors, 
aircraft flight crews and certain other 
trained technicians based in the Arctic. 
All other Arctic personnel are provided 
by drilling contractors, contract 
seismograph operators and other 
contractors. 
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The Company's requirements call for 
more than normal oil field experience 
since in this remote and often 
inaccessible area, a Company foreman 
must be totally responsible and self 
sufficient. The Company's Rea Point 
base and each drilling location are 
directed by Company foremen, and 
Panarctic has had excellent success in 
recruiting highly qualified and reliable 
individuals. Panarctic has taken over the 
maintenance of mobile equipment based 
in the Arctic and has recruited a 
competent staff of heavy-duty 
mechanics. 


In connection with the Company's 
program to provide air support to and 
within the Arctic Islands, the Company 
has recruited and trained air crews, 
maintenance engineers and loadmasters 
for the operation of the Company's 
Electra and Twin Otter aircraft. Major 
long-term maintenance checks are 
performed under contract in Calgary. 


NATIVE EMPLOYMENT 


From inception, Panarctic has pursued 
the policy of employing northern 
residents. The Company’s operations, 
however, are conducted far to the north 
and west of any significant Eskimo 
settlement and out of the path of 
regular air service, so that recruitment 
and transportation between the 
settlements and Panarctic jobsites have 
posed difficult problems. Recently the 
Company improved on the system of 
recruitment and is now transporting 
Eskimo employees on an airlift shuttle 
service between the settlements of Pond 
Inlet and Arctic Bay on Baffin Island 
and the various jobsites. Panarctic’s 
own aircraft provide the shuttle 
transportation. 


Northern residents are employed on the 
same wage scale and working schedule 
as the rest of Panarctic’s work force; 20 
days on the job followed by 10 days’ 
leave. The majority of the Eskimo work 
force is employed as labourers. 
However, as each individual shows 
aptitude and proficiency in more skilled 
work, he is given the opportunity to 
advance. Some who have had continued 
experience with the Company have 
become mechanic's helpers, equipment 
operators and crew members on the 
drilling rigs. To date the program has 
worked with considerable success and 
there is every reason to believe that it 
will continue to do so. 


Financial 


Panarctic’s exploration and drilling 
program was expanded during 1971 as 
a result of exploration work on its lands 
carried out under Farmout Agreements 
made to others and under the Gas 
Development Agreement announced in 
the early summer. Exploration 
expenditures in the year for the account 
of Panarctic participants were 
$11,175,949 on drilling, exploration, 
acquisition of capital equipment and 
administrative costs while an additional 
$12,420,503 provided by others was 
expended under the direct 
administration of the Panarctic staff for 
a total gross expenditure of 
$23,596,452. Not included in these 
amounts are expenditures for seismic 
work, six test wells completed in 1971, 
and Farmout wells being drilled at year 
end by Farmees under their own 
Supervision. 


During 1971 Panarctic’s shareholders 
subscribed for an additional 
$26,000,000 of preferred shares 
bringing to $76,126,300 the total 
investment committed since 1967 to the 
Program. At December 31, 1971 
$3,700,000 of the Government of 
Canada’s 45% share of this latest 
expansion had been received, with the 
balance of $8,000,000 being receivable 
during 1972. Panarctic’s industry 
participants have committed as their 
share of the expansion to make 
additional exploration expenditures of 
$14,300,000 on Company lands 
scheduled for 1972. 


Gas Development Agreement 


Of particular significance during the 
1971 fiscal year was the signing of a 
Gas Development Agreement with 
Tenneco Oil & Minerals, Ltd., Columbia 
Gas Development of Canada Ltd., Texas 
Eastern Canada Ltd. and Northern 


Natural Gas Company. Under this 
agreement the gas company partners 
undertake to provide $75,000,000 for 
drilling operations on Panarctic lands 
over the next five years. Tenneco will 
invest one-half of the funds committed 
and the other three gas companies will 
invest the remainder. Of these funds, 
$50,000,000 will be provided exclusively 
for exploration drilling and up to 
$25,000,000 will be provided for 
delineation drilling as and when 
required to confirm the extent of gas 
reserves indicated by major gas 
discoveries on Panarctic lands. The 
agreement also provides that when a 
market outlet for gas is assured then 
under circumstances provided in the 
agreement and, if requested by 
Panarctic, the gas company partners 
will carry out the drilling of development 
wells to deliver the gas in marketable 
quantities, completing such work upon 
completion of the marketing facilities. 


When production commences the gas 
company partners will recover their 
investment, plus a return not to exceed 
7% per annum on the unrecovered 
balance, from 25% of Panarctic’s net 
revenue at the wellhead from the sale of 
reserves developed under the 
agreement. If gas is sold to other than 
the gas company partners or their 
affiliated companies, repayment is from 
334%% of net gas revenues therefrom. 
Under certain circumstances in which a 
well drilled by the gas company partners 
discovers an oilfield, they can receive 
10% of Panarctic’s net wellhead oll 
revenue until recovery is completed. 
Upon recovery of all investment and 
return thereof, the gas company partners 
will have a 1% interest in the reserves 
developed under the agreement. The 
agreement is for an initial term of five 
years with provision for five annual 
extensions upon the commitment to 
expend $10,000,000 in exploration 
drilling and up to $5,000,000 on 
delineation drilling respectively for each 
year of extension. 


42 


J. G. ARMSTRONG 


Treasurer & Comptroller 


The gas company partners will have a 
first right to purchase gas developed 
under this agreement and approved for 
export from Canada at a price or prices 
to be negotiated at that time. This right 
extends for five years beyond the initial 
term or any extension thereof, and the 
accrual of return on investment ceases 


after such five years, if during the term, 


arrangements for marketing of gas are 
not proceeding. All parties acknowledge 
that all sales of gas for export from 
Canada are subject to the laws and 
regulations of Canada and specifically 
to the findings of the National Energy 
Board and the actions of the Governor 
in Council. 


The agreement was effective May 1, 
1971 and expenditures during 1971 by 
the gas company partners pursuant to 
this agreement totalled $6,656,312. 
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ASSETS 


Current assets: 


PNGXOTUI GES RACINE ONG) s,s soccasssdasrteaccossnoasneaosagansenoansonnse 
Due from Panarctic Oil Operators Ltd. .................. 
Government of Canada cash grants to be made 
ae RSA GN OLICECAI DY co. ccanstcncdarsactroonvacaucane<deunoooutnaceans 
Estimated amount recoverable from insurance 


Balance Sheet 


DECEMBER 31, 1971 


Inventory of drilling supplies in the Arctic, 
Ble COS MMCIUCHIMES WREVEAE. a sssconscosscassqsnseneonsesnoncue 
Prepaid insurance and sundry advances .............. 


Investment in Alexbow Canada Ltd.: 
Shares eatlco std. ss ee eee ee ee ae 
ACVANICES 3 Rieti tes eee ee Ee eee ree 


Capital assets, at cost: 
linuicksrandstrackedEVehicles senses nnn 
Furniture and office equipment ........................... 
ANI Re) cl Mbeesteres Sen cena ae Ahn Mavens 20s | gue ae ets 
Barges 5 actrRare tate io tere l eae a linen ent Mec Ee Ree 
Camprandspogtables bull dis Saas === an nena 
Storage taciliti€S ghmnanaeeeete ty cere ernie errr re 
Radio and navigational equipment ...........0............ 
Other equipment ..... PEE Sey REEL er eee 


Less: Accumulated depreciation (Note 4) .............. 
Petroleum and natural gas permits ...................... 


Exploration expenditures (Note 3) ........0000....... ae 


Other assets: 
Exploration and drilling expenditures to 
be incurred by Panarctic Syndicate (Note 1) .... 
AGVANCCROMBaahGuGEoyinG| Calc i= s'il 
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1971 1970 
$ 233.437, MSO 800 
1,054,831 803,343 
623,440 = 
8,000,000 4,522,500 
= 1,184,692 
3,088,197 2,208,589 
23,468 104,204 
12,823,373 9,030,718 
6 6 
157,612 140,067 
157,618 140,073 
1,825,441 1,587,762 
169,766 116,299 
1,769,433 1,063 806 
236,780 236,780 
868,329 893,356 
1,101,933 621.301 
375.560 354,579 
796,221 773,929 
TAASICS 5,647,812 
Sriedice7, 2,256,387 
3,978,796 3,391,425 
107,041 68,984 
45,010,658 34,549,678 
49,096,495 38,010,087 
14,774,850 7,527,500 
229,214 - 
15,004,064 7,527,500 
$77,081,550 $54,708,378 


$77,081,550 


LIABILITIES 


Current liabilities: 


Bakik@l Oana(SCcunecd)yeereentrce: rt. meron Rey eRe rad eo eaten ee 
Accounts payable and accrued liabilities ......0.........00...cceeeeeee eee 
DUS Wo IPAMERCUE SWAMNCNCAWE sec onossosonc acne ana gnnsguaaoonosasacscuenecacuaantanccecdessne: 


Shareholders’ equity: 
Preferred shares (Note 1) — 
Authorized — 
7,600,000 6% non-cumulative redeemable 
preferred shares of a par value of 
$10 each 


Issued — 


For an undertaking by the Government of Canada to 


AMBIKS CEI PENANG: seco cs sccsennees mn 


For participants’ exploration commitments.... 


Common shares (Note 1) — 
Authorized — 
1,500,000 shares of no par value 


Issued — 


For an undertaking by the 
Government of Canada to make 
CEISIM PAPENAWS .cs-sconneaccen: 


For participants’ exploration commitments ............ 


FOF CASI! sesccancnencace be eee 


APPROVED ON BEHALF OF THE BOARD: 
in) 


Director 


Cf. Ke fethopee. 


Number 
of shares 
3,420,000 
4,180,000 


7,600,000 


562,500 
687,500 
13,005 


1,263,005 


1971 


200,000 
755,249 


955,249 


34,200,000 
41,800,000 


76,000,000 


56,250 
68,750 
1,301 


126,301 


$77,081,550 


1970 


$ 2,250,000 
PO S1092 
MP SVAS) OE) 


4,582,127 


22,500,000 
27,500,000 


50,000,000 


56,250 
68,750 
iL ASI 


126,251 


$54,708,378 
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Statement of Source and Application of Funds 


FOR THE YEAR ENDED DECEMBER 31, 1971 


1971 1970 
Source of funds: 
Issuance of capital stock (Note 1) — 
To the Government of Canada for an undertaking 
WO) TAMING! CASI) BAPEIMUS: soeocsccnscpesoconannnncsancnanescnese $11,700,000 $13,533,750 
To industry participants for exploration 
Colo] nal AMIRM AALS] MES: Anca cawdatce naksconwBtarardn oamcocadebeudkdebadone 14,300,000 11,027,500 
FOR-CASH SA un Gremg mance tenant e deerme ace Mer ree Creer 50 750 
26,000,050 24,562,000 
Application of funds: 
SOMO ANMOMN CXYOSIMICHMMUIRES «ono cnnenseucsancoaseosncaonsencvuvace 10,460,980 16,184,943 
Less: Depreciation and other non-cash charges LS, 7A 1,337,628 
9,285,269 14,847,315 
PURANASE OV CzVOelll ASSUS (ED) cose cocsnseaesossesonscvases 1,763,082 1,689,553 
Acquisition of petroleum and natural gas 
PC TITLES Shopcast ee a a 38,057 — 
NetIncneaserlnsothetsaSSelS a= ===aaae ee 7,476,564 2,191,594 
Advances to Alexbow Canada Ltd. ..............000....... 7 [syalls) 33,555 
18,580,517 18,762,297 
INnGkeas eainewOnkiin aca lite maaan anne G3 O/C syske} $ 5,799,703 
Statement of Exploration Expenditures 
CAPITAL ZED MO; ECEMBERes lmao) 7a 
From 
inception to 
December 31 
1971 1970 1971 
Geophysicaliee sss $ 3,853,848 $ 900,870 $10,819,841 
Geologicaleess et eee ee am 143,341 176,834 HS ei/5) 
Drilling tecrtaneras Nema rere 4,519,625 12,491,276 LS S37 SiG 
Administrative and general............ iL aly/al Sie, 1,364,582 4,524,505 
INntefeStainc Onn Cleese een (178,848) (86,247) (450,465) 
Administrative costs recovered ...... (4872475) — (437,475) 
Depreciation (Note 4) .....0............ 1,086,170 1,337,628 3,423,067 
$10,460,980 $45,010,658 


$16,184,943 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1971 


1. Share capital: 


During the year the authorized share 
capital was increased from 5,000,000 to 
7,600,000 6% non-cumulative 
redeemable preferred shares of a par 
value of $10 each. The preferred shares 
may be redeemed at any time out of 
capital on payment of the amount paid 
up thereon, plus a premium of 6% and 
all dividends declared thereon and 
unpaid. 


Industry participants have been issued 
shares of the Company (including 
1,430,000 preferred shares issued in 
1971), the consideration being an 
undertaking to incur expenditures of 
$41,868,750 in the conduct of 
exploration operations on Company 
lands of which $14,774,850 remains to 
be expended at December 31, 1971. 


The Government of Canada has been 
issued shares of the Company (including 
1,170,000 preferred shares issued in 
1971) for an undertaking to make cash 
grants aggregating $34,256,250 of 
which $8,000,000 remains to be paid at 
December 31, 1971. 


During the year 500 common shares at 
10¢ per share were allotted and issued 
to employees of the Company under the 
employees’ share incentive plan. As at 
December 31, 1971 2,000 common 
shares are reserved for future issuance 
to officers and employees. 


2. Income taxes: 

By agreement the Company has 
undertaken that it will not claim for 
income tax purposes expenditures which 
would otherwise be deductible under the 
Income Tax Act until the aggregate 
amounts of such expenditures, together 
with 45% of the Company's 
non-deductible amounts, is equal to the 
cash grants made by the Government of 
Canada. The Company has also 
undertaken to waive forever all claim to 
a deduction in respect of such allowable 
deductions. 


3. Exploration expenditures: 

The activities of the Company are in the 
exploratory stage and all expenses, less 
sundry income, have been capitalized, 
including exploration expenditures 
actually made by shareholders pursuant 
to the commitments referred to in Note 


1; the Company is deemed to have 
earned no profit and sustained no loss 
and therefore no statement of profit 
and loss is submitted. 


4. Capital assets: 


During the year the Company 
determined that the useful life of capital 
assets operating under Arctic conditions 
was in excess of that originally 
estimated. Accordingly, depreciation 
rates in respect of certain assets were 
reduced effective January 1, 1971 
resulting in a reduction of $462,879 in 
the provision for depreciation for the 
year. 


5. Statutory information: 


During 1971 there were eighteen 
directors and nine officers (as defined 
by the Canada Corporations Act) of 
whom four were also directors. 


No directors fees were paid in 1971 or 
1970. Officers’ remuneration for 1971 
and 1970 amounted to $156,000 and 
$121,203 respectively. 


Auditors’ Report 


To the Shareholders of 
Panarctic Oils Ltd. 


We have examined the balance sheet of 
Panarctic Oils Ltd. as at December 31, 
1971 and the statements of exploration 
expenditures and source and application 
of funds for the year then ended. Our 
examination included a general review 
of the accounting procedures and such 
tests of accounting records and other 
supporting evidence as we considered 
necessary in the circumstances. 


In our opinion these financial 
statements present fairly the financial 
position of the Company as at 


December 31, 1971 and the results of 
its operations and the source and 
application of its funds for the year 
then ended, in accordance with 
generally accepted accounting principles 
applied on a basis consistent with that 
of the preceding year. 


As explained in Note 3 to the financial 
statements the Company's activities are 
still in the exploratory stage and all 
expenses, less income, have been 
capitalized from inception to December 
31, 1971. The Company is deemed to 
have realized no profit and sustained no 
loss to December 31, 1971 and 
therefore no profit or loss account is 
submitted. 


LN i) Mas 


Price Waterhouse & Co. 
Chartered Accountants 
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Participation and Capital Share Distribution 


As at December 31, 1971 


Interest Common Preferred 
Shares Shares 

Ashland: OtGanadaektdscesek. en: 2" 94865 T3577, 72,097 
Bankeno Mines Limited 0.000.000. VV As\ SY he) ZOeSO 171,666 
Bocadels Ok Gornporationinc ents cs ALIS) AL 7/ae) 56,468 343 326 
Bow Valley Industries Ltd. 0... 225875 2EW235 WAT 66S 
Campbell Red Lake Mines Limited .......... 40655 5,082 30,898 
Canadian Industrial Gas & Oil Ltd........... .67760 8,470 51,498 
Canadian Nickel Company Limited.......... ALAS) IL /ARS\ 56,467 343 326 
CanadianescemlesOllSelatciteemesan ener AS 555 1,695 10,302 
Cominconktc steer: meme ae ne 9.03490 25935 686,652 
ConickeRetroletiniss Etc ee OFMOS 3,388 20,599 
Ba Connelly ier eee pe ee ee ee eee 11295 iL 4 8,584 
Dome Mines Limited 0... " ISLS 10,164 61,800 
Dome Petroleum Limited .........0..0.000.0..... 4.06570 50,822 308,993 
Giant Mascot Mines Limited.................... 4.51745 56,468 343,326 
Noranda Mines einnitecasea essa. 4.51745 56,468 343,326 
PanCanadian Petroleum Limited............. 9.03490 e225 686,652 
Sigma Mines (Quebec) Limited................ BBD wes 1,695 10,302 
Thor Exploration Company. Ltd: igri 4.51745 nanmerane 9 Ao IS er (343,326 om 


Westbupne,Retroleum. & Minerals Limited dias 2.29870 ~ . 28235 ge,° ~ T7E 662 : 
“wio ver nnient-of Canada Spams ee  ~Z5°%0B000 -* “*5E2,497" =523,420,000 - 


Directors’ Qualitying urls uae mg a a Boe ee — 
eres. vinilss oe ere 7 - aie. 3 OOO a. —— he Sa 
Aiapeese 2 ‘s aie Fe foie % = 
i roe By pice ti = ie eee 
glbn Ore = ge te 100.00000%, io dO ae 
— Bhi, soe “ aS a ae —_ 
aii’ ots " mani isi Pee ie — er = . bos. 
Officers 
Vice-President - Exploration 
Chairman of the Board G. P. CROMBIE 
JOHN M. TAYLOR 1 Panarctic Oils Ltd. 
PanCanadian Petroleum Limited. Calgary, Alberta 
Calgary, Alberta Secretary 
Vice-President - Operations 
Vide nas p Fo Int MATTHEWS, QC: 
JOHN A. MacDONALD oS BINS MacKimmie Matthews 
. Panarctic Oils Ltd. Calgary, Alberta 
Department of Public Works Calgary, Alberta ee 
Ottawa, Ontario 
Vice-President - Land and 
President Administration 
CHARLES R. HETHERINGTON In, Ei, Si. CUIRIRILE 
Panarctic Oils Ltd. Panarctic Oils Ltd. 
Calgary, Alberta Calgary, Alberta. 
Executive Vice-President Treasurer & Comptroller 
R. J. ARMSTRONG J. G. ARMSTRONG 
Cominco Ltd. Panarctic Oils Ltd. 
Vancouver, B.C. Calgary, Alberta. 
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Directors 


JOHN M. TAYLOR CHAS. R. HETHERINGTON 
Chairman of the Board President 
Panarctic Oils Ltd. and President Panarctic Oils Ltd 


PanCanadian Petroleum Limited 


R. J. ARMSTRONG J. AUSTIN, Q.C. F. £. BURNET R. W. CAMPBELL 


Executive Vice-President Deputy Minister President Chairman of the Board 
Panarctic Oils Ltd. and Vice-President, Department of Energy, Mines and Cominco Ltd. PanCanadian Petroleum Limited 
Exploration Cominco Ltd. Resources 


J. P. GALLAGHER C. MARKS HINTON A. DIGBY HUNT ERWIN A. JONAS 


President President Assistant Deputy Minister for Northern Development Vice-President 
Dome Petroleum Limited Barber Oil Corporation Department of Indian Affairs and Thor Exploration Company Ltd 


Northern Development 


fae fh 


; : : Ae : 
JOHN A. MacDONALD MARKOOSIE J. W. McBEAN D. C. McGAVIN, Q.C 
Vice-Chairman of the Board Arctic Aircraft Pilot President General Solicitor and Assistant Secretary 
Panarctic Oils Ltd. Deputy Minister Bankeno Mines Limited The International Nickel Company of 
Department of Public Works Canada, Limited 


H. BASIL ROBINSON W. S. ROW D. K. SEAMAN J. T. WANAMAKER 


Deputy Minister Executive Vice-President President Investment Counsel 
Department of Indian Affairs and Noranda Mines Limited Bow Valley Industries Ltd 


Northern Development 
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